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MEMORANDUM FOR: Acting Director of Central Intelligence

S5UBJECT: GEHA Life Insurance Coverage

Paragraph of this memorandum contains recermmendations for
approval of the Acting Lirector of Ceatral Intelligance.
1. IEBUE. The Agency representatives take the position that the
GEHA life insurance coverage, including that witk the Omaha company,
is available to all employees of the Ageacy no matter what hazards
are involved in their assigned duties. The Board of Directors of
GEHA takes the position that where the missions assigned are extra-
hazardous in their nature the Agency should take the burden of the
insurance coverage. While this issue arose in connection with one
particular project, it is of general application to the Agency's
activities. The Agency representatives and the Directors of GEHA
have been unable to resolve it and it is, therefore, referred to the
Acting Director of Central Intelligence for decision.
2. HISTORY.

ia. The Government Employees Health Association. Inc.,
was established by the Agency to develop an insuraace program for
Agency employees which would meest the Agency's requirements both

~ coverage and for sacurity. The corporation was authorized toc
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enter into contracts for insurance of the membership of GFHA

48 a group. Any employee of CIA may become s member, but each
Person eligible must make application for membership and the Board
is authorized te accept or resject any such application.

b. The preseat GEHA insurance program is the result of
many, many meonths of study and consideration of all the Agency's
problems by Task Forces, appropriate staffs, the Career Council,
and the Director. Ome of the crucial problems was that of
compensating individuals assigned to hazardons and extrahazardour
missions. A decidion was made that no additional compensstion
would be awarded for such missions and that the mast satisfactory
solution would be appropriate insurance coverage.

<. Insurance is sormally considered to be a matter for each
individual to solve. In our case, two gcircum stances made {t impogaible
to obtain satisfactory covarage through normal private policies. First,
there were serious Becurity problems in Agency employees obtaining
private insurance, and, secondly, the hazardous nature of the duties
involved might well veid the ordismary private policy. During the
war this problem had beer met in Part by the formation of the War
Agencies Employess Protective Association for those civilian
employees of the Government who ran war risks which might void
their regular paolicies. WAZPA continued after the war and provided
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a pari;a! solution, but the benefits were not satiefactory and
complete security was not achieved for all cases. After consid-
erable investigation, negotiations were begun for a contract with
United Benefit Life Insurance Company of Omaha {UBLIC), although
since negotiations were through the offictals of Mutual of Omaha
this is normally called the Omabka policy. Omaha was agresable
to two key security considerations. First, all names of applicants
would be filed with GEHA, Inc. only with an identification number
assigned to sach application so that only these identification numbers
would be reported to Omaha together with the age, color, sex, and
date of insurance, and the amount of insurance. In the event of
death, GEHA could certify to the death of a protected persor by
the number assigned to the application and to the circumstances of
death whether accidental or natural. Furthermore, upon request
of GEHA, Omaha would Pay claims to any legal entity apon
certification by the deceased's estate that payment had been
duly made under the terms of the pelicy. GEHA could retair
such certification until it saw fit to release it to Omaha, Thias
appeared to meet all our operational security problems, and the
terms of the contract appeared to be satisfactory for our purposes.
d. There were no exceptions except for the death of a
protectsd person who was a member of the military or the naval
service of this or any country resulting from an act of war, whether
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declared or undeclared. Double indemnity would be paid for
accidental death except under certain circumstances stated in

the comtract, which in¢luded all members of aviation crews.

At the time of negotiating the contract, Omaha waa on notice that
from time to time certain individuals or groups of individuals who

would be protected uader the policy would be engaged in unusuallv

hazardous activities. Omaha was assured that this would be a
relatively amall portion of the total personnel to be covered,

| but a0 commitments were made as to any exact portion. "maha

|I did ast request any exceptions in regard to such hasardous assign-

‘ ments. Provisione were made to accumulate certain reserves

out of premiums paid by GEHA and for dividends to be paic tc
GEHA by Omabka after their charges and deductions for reserves
had been met. An initial premium was established, but it was made

clear that premiums might vary upwards or downwards deponding

on the experieace over the vears.
3. EXPERIENGE.

a. The contract with WAL PA became effective the 29th
day of July 1954. In that Fiscal Year 1955 premiums amounted to
$78, 000 and there were two claims, one for $9, 000 and one for
$15, 000. 1n Fisecal Year 1956 contributions amounted to aprroxi-

mately $131, 000 and there were three claims, one for $15, 000.
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one for $18, 000 (a double indemnity), and a third for 515, 000,
which was the one raising the gquestion presented in this paper.
In 1957 it is contermnplated that about $130, 000 will be contributed
and two claims have arisen of exactly the same nature a8 the one
creating the subject of this paper.

b. In passing on applications 'it has not been necessary for
the Board or wofficers of GEHA to know the nature of the project
involved or the duties of the individual. However, the first of
the three controversial deaths, because it was an aviation pilot
accident, came to the attention of the Board, a few rmmembers of
which were familiar with the project involved. The Board thereupcn
expréaled concern at coverage for per sonnel of this project on
the grounds {1} that they were not ‘regular’’ staff employees of the
Agency and (2) that they were engared in extrahazardous activities
for which coverage had not been contemplated in the GEHA progra:m.
The matter was taken to the Career Council, which took the position
that the project personnel were empleyees within the GEHA
contempiation and that the risk involved was not outside the
scope of the GEHA contract, The Career Council instructed GEHA
to honor the applications up to approximately 30 in number and if
another death ec;:urred to return to the Career Council for further
consideration of the matter. The Board of GEHA then asked for

consideration of a suggestion that the Agency pay to GEHA an
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an amount equal to the claims paid for such extrahazardous
activities. .
4. THE LEGAL QUESTION.

a. One of the reasons for establishing the GEHA life
insurance program rather than establishing a system of death
benefits payable directly by the Agency arose out of the i mpingsment
on benefits payable by the Bureau of Employees Compensation.
The Federal Employees Compensation Act provides very valuable
benefits to the apouse and children of any employee killed in line
of duty. The Act specifically provides, however, that these
benefite are in lieu of any other benefits provided on account of
death from official funds of any nature. In effect then, if the Agency
were to set up a system of death benefita directly payable by it to
the empleyes’s beneficiarias, the question remaines to what
extent ‘tfmt would affect the beaefits payadle by BEC.

b. The General Counsel has had a series of negotiations
with the BEC on this matter. It is now clearly established that if
the Agency pays the premiums for insurance for employeas their
rights uader BEC are not impaired, but the BEC has informed
General Counsel that it would be compaelled to sffset against its
payments anything received by the beneficiaries of an employee
as a matter of right from other Federal entities. In view of the
GEHA position, the General Counsel has asked the BEC if their
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ruling would be the same and the bemeficiaries rights would be
impaired if payments were made not as & matter of right to the
beneficiaries but were made on a determination after death that

it would be in the natianal isterest to make such paymants either
to the beneficiaries or to GEHA to held it harmiess for payments
already made to the beneficiaries. EEC has stated that this is a
new question which they have referred to the Solicitors Office ia
the Department of Labor. No response has been received up to
this time. Since a possibility remains that bepeficiaries’ rights
uader BEC rnight be impaired, General Counsel has recommended
against any commitment to indemnify GEHA in cases arising under
the praject in guestion.

5. AGENCY POSITION.

a. The Ageacy representatives believe that for the life
insurance program to be responsive to the Agency's needs, it
must meet in all respects the requirements both for coverage and
security. As to coverage, it would seem that the program would
be incomplete if it did not cover all U. s; citizens actually
directly employed by the Agency in whatever capacity, whether
by appaintment or contract. Presumably the highurit::omrtiom
of people engaged in hasardous activities, the higher the mortality
figures that can be expected, with a resulting possible increase in
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premiam rates. Under these circumstances those engaged in
departmental daties where no particular security aspect arose
could withdraw from GEHA's program nd take cut commercial
policies. Chamsces are, however, that GEHA will afford a cheaper
coverage than the individual can obtain commerciaily.

b. If the philosophy were adopted that the aim of GEHA
is to obtain the lowest rates possible and the biggest dividends
by slimination of the so-called hasardous and extrahasazrdous
categories, the logical resuit would be very cheap coverage for
permanent departmental personnel and no coverage whatsoever
for those engaged in the more dangerous missions of the Agency.
This would appear to be a complete perversion of the original aim
of the GEHA program.

c. Possibly more serious in its consequences to Agency
operations i{s the security problem iavolved. Ilf GEKA coverage
is to be general, as we believe the original and proper concept
to be, there is no need whatsoever for the GEHA Foard or officers
to be givea any information pcrhhing to the applicant's duties
or the projact with which he is concerned. 1f, however, the DBoard
is authorized, for the protection of premiums and divideads, to
eliminats or make special arrangements for hasardous categories,
it would appear that they wouald have the right to request full
information on the nature of projects and the duties of employees
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assiguned to p&enﬁa;j&angarms missions. Even though the officers
and Directors concerned are senior responsible officials of ths
Agency, such a revelation of covert op:raiion: would appear to be
in violation of ail the Agency security standards.

6. RECOMMENDATIONS.

a. That GEMHA be instructed to accept on equal basis all
applications from employees of the Ageacy, the employment atatus
to be finally determined in case of question by the Office of General
Counsel; |

b. that the officers and Directors of GEHA be instructed
in the comduct of their GEHA business not to interject considerationa
arisiag out of possible personal knowledge from their official duties
with the Agency which bave no direct relationship to GEHA business;

c. that transactiomwith Omaha or other companies involved
with GEHA be conducted strictly in accordance with the termas of the
contracts involved without discussion of any operational or other
factors arising out of Agency activities;

d. that in the avent of decease of a person protected under

the Omaba policy no infermation be givea to Cmaha by GEHA,
L3 .

withnut-/ written approval from the Office of Security and any other

Agency component directly iavolved in the activity in which the
deceased was engaged,
LRH

ADCI Approval
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